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Reasons of Research

» Methodical difficulties in development and implementation of economically
feasible methods for determination of tariffs for telecommunication services,
require special researches to solve appearing problems

» Current theoretical and methodological approaches of tariffs determination
for telecommunication services and methods of its formation in most cases
are general and do not take into account the nature and characteristics of the
specific services and conditions of providing

» Reduction of the validity of tariffs and efficiency of their usage in practice
> In the general case, when the operator provides a wide range of services,
features of providing and consumption lead to appearance of difficulties in

process of tariffs determination for telecommunication services, the solution
of which requires the development and application of special methods




Method takes into account:

> Distance between the point of the subscriber connection and the
communication node or the distance between two points of subscribers
connections

» Bandwidth, which is necessary and sufficient for providing of services

» Type of communication channels (lines) and terminal equipment, which
are used to provide services

» Range of services, the nature of the terrain (urban, rural and so on)

» Tariffication mode (time-based or depending on volume of services)




General Idea

The proposed approach to determination of tariffs for
telecommunication services allows to take into account nature and
specific characteristics of each services and conditions of providing, in
contrast to existing.

The core of the proposed approach is the model of services providing
process (conceptual model) that takes into account only elements of
the existing network, that involved in realization of provided services,
and simulation model which determines operational costs through
modeling work of a similar scale hypothetical subsystem using the
original data corresponding to the current state of the market and the
current legislation, and taking into account particular qualities of the
operator (provider).




General Concept
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Method. Stage 1

The formation of the investment plan
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Method. Stage 2

Elaboration
of the conceptual model
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Method. Stage 3

[ Elaboration of the simulation model }
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Method. Stage 4

Determination of reduced costs
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Method. Stage 5

Determination of the tariff

Services of
unshared
consumption

Ttr _
transportation

Calculation of of the traffic

the tariff

Services of
shared
consumption

T' — direct
services
implementation




SOFTWARE FOR TARIFF CALCULATION
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CHOICE OF TECHNOLOGICAL SOLUTIONS
BASED ON CALCULATED TARIFF
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Comparison of the proposed method with
the more popular alternatives

Criterion FDC LRIC, LRaIc | Proposed
method

Independence from historical data _ + +
Possibility of avoiding separate cost accounting + _ +
Cost accounting based on the principal of causal - + +
chains
Accounting only of elements that are essential to - + +
the uninterrupted operation of network
infrastructure
Accounting of semi-fixed costs + - +
Accounting of investment costs for network/service _ + +
development
Possibility of formulating a long-term tariff policy _ + +
Possibility of rapid calculation/re-calculation of _ _ +
tariffs where necessary
Effectiveness in calculating tariffs for services _ + +
subject to state regulation
Effectiveness in calculating tariffs for services not + _ +
subject to state regulation
Possibility of independent calculation (estimation) - - +
of tariffs by a regulatory or anti-monopoly authority
without using operator's confidential data
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Conclusions

» The proposed approach to the tariffs determination for telecommunication services
allows to take into account the nature and specific characteristics of each specific
services and conditions of providing, in contrast to presently existing

> It allows to refuse of using the separate accounting system, as well as to eliminate the
disadvantages of the "historical" costs method and Long-Run Average Cost method,
which can significantly reduce the complexity of the tariffs determination procedure and
increase their validity

> Its usage gives the greatest effect in the case of tariffs determination for
telecommunication services, in conditions when the operator provides a wide range of
services, as well as in calculation of tariffs for new services

» The proposed method of tariffs determination for telecommunication services are
successfully implemented in practice activities of some telecommunications operators

» The proposed approach can also be used for the determination of prices and tariffs for
products and services in other industries, if indirect costs constitute a significant
proportion in the cost structure

» An additional advantage of the proposed approach is the opportunity to assess the
feasibility of implementation of technological solutions
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